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According to a recent issue of Tendencias (weekly bulletin published by consulting firm Grupo
Expansion), the principal factor underlying this year's stock market decline is high interest rates.
As of the second week in September, the Mexican Stock Exchange (BMV) index was down 10%
compared to September 1991. Government policy aimed at reducing overall economic growth has
led to declining sales and profits, capital shortages and investment cutbacks affecting hundreds
of companies. The tight monetary policy was adopted in part to stem foreign capital flight from
the BMV. Grupo Expansion analysts point out that the proportion of funds invested in the BMV
represents a small fraction of the nation's financial market, and that interest rates began to rise
before the BMV decline. Although attracting foreign capital is the key to success of the government's
economic growth model, at present the domestic economy is not capable of absorbing the current
influx of foreign investment without inflationary pressures. Thus, the Central Bank currently retains
at least 30% of incoming capital to reduce expansion of the money supply. The government's
monetary policy was described as "necessary," since 15% annual inflation is too high for an aspirant
to the First World, and to compete in the US market. Next, Grupo Expansion emphasized that the
increasing trade deficit threatens the medium-term viability of the government's growth model.
(Source: Notimex, 09/14/92)
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